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SUBJECT: REPORTED 10 PERCENT PREFERENCE BY GOI FOR UK EQUIPMENT 

1 . URING RECENT MONTHS TRADE SOURCES HAVE ALLEGED THAT 
A GOI POLICY EXISTS WHICH HAS EFFECT OF FAVORING 
IMPORTS OF U.K. PRODUCTS OVER THOSE OF U.S. AND OTHER 
COUNTRIES. ACCORDING TO THEM, UNDER THIS POLICY UK 
PRODUCTS PURCHASED UNDER THE 1978 UK GRANT OF 142 

MILLION ARE GIVEN A 10 PERCENT PREFERENCE WITH REGARD TO PRICE 
OVER PRODUCTS FROM OTHER COUNTRIES. APPLICATION OF THE 
10 PERCENT PRICE PREFERENCE, OF COURSE, CAN RESULT IN INDIAN 
END-USERS PAYING UP TO 10 PERCENT MORE FOR ITEMS IMPORTED FROM 
U.K. THAN THEY WOULD HAVE TO PAY FROM OTHER SOURCES. 

IF AN INDIAN STATE IS THE IMPORTER, HOWEVER, THEN THE 
GOI WILL FOOT 10 PERCENT PRICE DIFFERENTIAL. 

2. REGARDLESS OF EFFECT ON INDIAN IMPORTERS, GOI 10 PERCENT 
PREFERENCE IN FAVOR OF UK PRODUCTS INEVITABLY MUST 
ADVERSELY AFFECT US EXPORTERS. IT HAS NOT BEEN 
POSSIBLE TO QUANTIFY LOSSES TO US EXPORTERS AT THIS 
TIME, BUT WE FEEL THESE COULD BE SERIOUS OVER TIME. 
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3. ALTHOUGH THERE HAS BEEN NO ANNOUNCEMENT OF ANY KIND 
REGARDING GOI INSTITTUION OF THE 10 PERCENT PREFERENCEIN 
FAVOR OF UK GOODS, THIS GOI POLICY WAS INFORMALLY 
CONFIRMED TO ECONOMIC COUNSELOR BY SENIOR MIN FINANCE 
OFFICIAL DURING A RECENT CONVERSATION. THE 10 PERCENT 
PREFERENCE FOR UK PRODUCTS STEMS, WE UNDERSTAND, FROM 
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GOI DESIRE (AND UK PRESSURE) TO USE UP 1978 GRANT OF 
142 MILLION FOR PUCHASE OF UK PRODUCTS. OWING TO 
HIGH PRICES FOR FOR UK PRODUCT CATEGORIES. INDIAN 
END-USERS HAD NOT BEEN SELECTING ENOUGH UK PRODUCTS UNDER 
CONDITIONS OF FREE COMPETITION AGAINST EXPORTERS FROM 
OTHER COUNTRIES. 

4. ACCORDING TO SOURCE AT UK HIGH COMMISSION, PART OF 
JUSTIFICATION FOR RECENT DECISION BY UK TO GRANT "DEBT 
RELIEF" TO INDIA (BY CONVERTING SCHEDLED DEBT REPAYMENTS 
INTO RUPEE SUPPORT FOR DEVELOPMENT PROJECTS), WAS HOPE 
THAT OFFER OF RUPEE SUPPORT COULD BE USED AS SWEETENER FOR 
PROJECTS THAAT AGREED TO USE UK EQUIPMENT. 

5. AS THERE IS NO FORMAL PUBLICALLY ANNOUNCED POLICY ON 
THIS 10 PERCENT PREFERENCE, ONLY RECOURSE WE SEE IS INFORMAL 
APPROACH, EITHER IN SEPERATE BILATERAL TALKS, OR IN 
CONNECTION WITH BILATERAL DISCUSSIONS AT THE MTN. AS 

WE ANTICIPATE INDIANS WILL WANT TO DISCUSS U.S. 

PROTECTIONIST POLICIES (PARTICULARLY TEXTILES) WITH 
SECRETARY KREPS DURING HER VISIT HERE, GOI TRADE 
RESTRAINT POLICIES SUCH AS THIS MIGHT BE APPROPRIATE 
SUBJECT TO RAISE AT THAT TIME. 

GOHEF.N 
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